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Editor

EDITORIAL
The Indispensable Accountant
It is regrettable that American accountants generally have not
had an opportunity to review the minutes of evidence before the
British royal commission on income tax. From beginning to
end the minutes are filled with matter of the utmost importance to
all persons concerned in income-tax practice, and there are fre
quent references to accounting which should be carefully con
sidered by every accountant.
It is not possible to reproduce even a summary of the evidence,
but there are one or two points which we feel cannot be passed
by without notice. Elsewhere in this issue of The Journal of
Accountancy we reprint a memorandum by the board of inland
revenue on the subject of depreciation and obsolescence of plant
and machinery. The value of this document is obvious.
Some of our legal friends have been inclined to take umbrage
at the assertions frequently made in this magazine that no one can
be expected to prepare income-tax returns so well as the account
ant. Our critics say that income-tax law is law and therefore
should be interpreted by lawyers.
A. M. Bremner was called to give evidence before the royal
commission because, as it appears in the minutes, he was regarded
as the leading legal authority on income-tax law; and his views
on this point are therefore especially interesting to accountants.
We give questions and answers, the questioner being a
well-known accountant and a member of the commission.
I suggest to you that to those who are doing the daily work of income
tax it is not quite so confused as you suggest ?
I agree with you entirely, and that is one of the things that has been
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passing through my mind. The inland revenue officials unconsciously under
rate the difficulty of dealing with this act.
Why?
From the time when they are quite young they begin to study the incometax law. They have the great advantage of being steeped in the practice, and
therefore they acquire in time a very considerable knowledge of income-tax
law, and when you have a very considerable knowledge of any subject, you
are apt to think it is not so difficult after all. The people who know most
about the income-tax law, after the income-tax officials—I think I must say
after them, because they do nothing else and it is their business—are the
accountants. The accountants know much more about the income-tax law
than the lawyers do. It would not pay the lawyers to be daily studying
income-tax law. They have got the affairs of their clients to look after;
but the accountant, by his long experience, knows exactly what the surveyor
will pass and what he will not pass.
Not always.
Chairman: You are paying a very great compliment to your examiner?
I have often said it, and when people come to me in a difficult case, I
say, “Would you kindly bring me the accountant?” Then the next thing I
ask for is the correspondence between the accountant and the surveyor. I
attach the greatest importance—and I should like to take this opportunity
of saying it—to what passes between the accountants and the surveyors with
a view to adjusting the difficulties as to figures and accounts; because if you
had to try these appeals by going through every item in a profit and loss
account on both sides, calling evidence as we do in a law court, and going
through it in detail and giving the evidence on each item, the thing would
never end. The great practical advantage of the accountants and the sur
veyors getting together is that they do not differ except on questions of
principle. Of course they often differ, or sometimes they differ on a question
of principle, and then we have to go to the law courts to fight it out, but
I am enormously assisted in my practice by the custom of the accountant
and the surveyor getting together and settling all the figures subject to any
points of principle. That facilitates the hearing of appeals immensely. I
go to the commissioners and say, “There are some complicated figures;
do not trouble about them; we can adjust those; you give your decision on
the question of principle,” and that facilitates things wonderfully. Person
ally I dislike figures very much, and I am quite unable to deal with them,
and I am delighted to put the figures on to more competent shoulders, but it
is a very great advantage indeed; in fact, I doubt if you could collect the
income tax if the surveyor and accountant did not get together and settle
the figures.
Mr. McLintock: There is just one point with regard to the evidence
given on appeal. Do you know that accountants conduct a great many appeals
before the general commissioners and the special commissioners as well ?
I do.
Do you think that is an advantage ?
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I do; I think that is quite right, because you may have an appeal which
depends more upon figures than it does upon some principle of law; and
I think it is an advantage that accountants should in such cases be able to
conduct an appeal.

Clarity of Diction
Criticism is not infrequently made of accountants’ certificates,
and as bankers have more occasion to consider these certificates
than others it is perhaps natural that more of the criticism should
come from them than from any other class of the community.
Some go so far as to say that accountants should never give
any sort of qualified certificates, forgetting that in many cases the
accounts submitted are those of the client, and the duty of the
accountant is clearly to certify whether or not those accounts are
a full and fair disclosure of the financial position and if not to
indicate in what respect they fall short of being such a disclosure.
Others who admit that qualified certificates are sometimes
necessary are insistent that the language of any qualification
should be so clear and specific that its significance would be ob
vious to any one on the most hurried reading. With these it is
possible to agree to this extent: that every qualification should be
clear and not so involved in language as to leave any doubt of its
meaning in the mind of the ordinarily intelligent reader.
It must be admitted that accountants sometimes fall short of
this standard, but in this they are not alone. Our attention was
attracted to a recent prospectus containing the following clause:
Neither the company nor any subsidiary will mortgage or pledge any of
their real or personal property now owned or hereafter acquired. This
covenant shall not prevent the company or any subsidiary from purchasing
property subject to a mortgage or from creating a purchase money mort
gage to the extent of 75 per cent of the fair value of the property purchased,
nor from pledging as securities for loans made to it in the regular and
current conduct of its business, accounts receivable or other liquid assets or
stocks, bonds or other securities owned by it other than stocks or securities
of subsidiary or controlled companies.

The first sentence seems to be clear and complete in itself and
to give very real protection to intending investors. The first part
of the second sentence also seems reasonable and it is not until
towards the end of a long sentence that one realizes that the protec
tion indicated by the first sentence is steadily whittled away in the
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second. We have no doubt that this statement was made without
the slightest intention to deceive or mislead, but we are equally
convinced that many people would accept the first sentence at its
face value.
In no class of the community is clarity of statement more im
portant than among accountants, but if some fall short of the
ideal they may at least console themselves with the knowledge
that well-known bankers, advised by eminent counsel, sometimes
err with them.
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